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CURRENT INTELLIGENCE WEEKLY SUMMARY
8 August 1957
THE WEEK IN BRIEF

PART 1
OF IMMEDIATE INTEREST

KHRUSHCHEV-TITO MEETING . . +. + +» « s s o« « s s o o« « « o Pagel
The two-day meeting in Rumania between high-ranking

Soviet and Yugoslav delegations led by Khrushchev and

Tito was the culmination of several Soviet initiatives

to improve relations with Yugoslavia and is an example

of the vigor injected into Soviet policies, both at home

and abroad, by Khrushchev's now-unfettered leadership.

The way was paved for the meeting by Moscow's agreement

to reinstate credits previously promised Belgrade.

Both sides admitted that obstacles remain to be overcome.

25X1 |
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MIDDLE EAST DEVELOPMENTS . . + & « + « « « ¢« « + o « « + o Page3
| 25X1
THE OMANI REBELLION. . . . « « « « « o « o ¢« « o o « » « » Page 5
London hopes its decision to use British troops

in Oman will ensure the prompt success of the Sultan
of Muscat's ground campzign and restore his authori-
ty before Britain's position elsewhere in the Arabian
peninsula is harmed. | 25X1
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support ol the Omanis is Increasing and may harden in-
to a demand for UN action. In any case, indications
of the existence of commercially valuable oil deposits
in the southwest part of the sultanate increase the
seriousness of long-standing border disputes between
King Saud and the Sultan,

PART 11
NOTES AND COMMENTS

BUI'GANIN IN ECLIPSE o L * L] ‘. L e ° L . * L . L L] L] L4 L * Page

Further indications last week of a decline in the
political fortunes of Soviet Premier Bulganin suggest
he may be replaced as chairman of the USSR Council
of Ministers. Deputy Premier Mikoyan appears the most
likely candidate to succeed him, although Defense Min-
ister Georgy Zhukov might be chosen in the event that
Mikoyan's Armenian nationality is considered a drawback,
A demotion for Bulganin in the government would not neces-
sarily result in his immediate dismissal from the party
presidium, | |

NEW VERSION OF COMINFORM INDICATED . . 4 & 4 & o« o o o o o Page 2

The Soviet announcement of the Khrushchev-Tito meet-
ing on 1 and 2 August which called for "concrete forms
of cooperation" among Communist parties supports earli-
er indications that the USSR may be considering the es-
tablishment of a new grouping to replace the defunct
Cominform. It appears that such an organization will
be designed to be acceptable to Tito and therefore will
be broad in membership and under rather loose centralized
control, | | '

FRENCH FINANCIAL POSITION CONTINUES TO WEAKEN ., . ., . . . Page 3

The financial policies of the French government have
not yet proved adequate to check the critical trade defi-
cit, and new outlays of gold and dollars will be neces-
sary this fall. A growing inflationary threat and the
prospect of new wage demands, accompanied by rumors of
an impending devaluation of the franc, leave little hope
that Finance Minister Gaillard's tax and economy program
will be adequate to stem the drain on government finances,
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THE NEW TUNISIAN GOVERNMENT. . . ¢ 4 &+ & « o o o o o o o @

With the abolition of the Tunisian monarchy and
establishment of a republic on 25 July, President
Bourghiba has maintained his political position and
effected a change long desired by most Tunisian po-
litical leaders. This action, while not affecting
the country's pro-Western orientation, has compli-
cated relations with the Saudi Arabian, Moroccan, and
Libyan monarchies. The major problems facing the new
government continue to be the Algerian rebellion and
the development of the country's depressed economy.

I |
TURKISH-EGYPTIAN RAPPROCHEMENT . . . + v & & o 4 o o o o+ &

Turkish-Egyptian relations, strained for at
least two years by Egypt's ties with the USSR and
Turkey's role in the creation of the Baghdad pact,
have improved markedly since mid-May. New ambas-
sadors have been appointed to fill long-vacant
posts at Cairo and Ankara, a new and expanded trade
agreement has been signed, and a desire to improve
relations has been expressed by officials of both
countries. Ankara may hope to improve relations
with other Arab and Asian-African states following
a rapprochement with Egypt.

THE SITUATION IN GUATEMALA . . . & 4 4 & ¢ o ¢ o o o o o

The present trend toward civilian government and
strict adherence to constitutional procedures in Guate-
mala may alleviate, at least temporarily, some of the
tension which has been mounting bemeath the surface.
Rumors of behind-the-scenes political maneuvering and
plotting continue, but top political and military lead-
ers have agreed to support Supreme Court President
Ortiz for president in elections reportedly to be held
in December. |
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OPPOSITION ACTIVITY IN CUBA . . & o o o ¢ o s o o o o o

Opposition plans to force the resignation in early
August of Cuban President Fulgencio Batista were dealt
a serious blow when a projected nationwide general strike
which presumably had been planned to spark popular sup-
port for the ouster, failed to materialize. Antigovern-
ment leaders are probably aware that if they fail to act
in the near future, Batista will take severe repressive

measures, increasing the difficulty of any attempt to oust

him.[ |

PROSPECTS FOR THE BUENOS AIRES ECONOMIC CONFERENCE , . .

The economic conference of the American states which
opens on 15 August in Buenos Aires can be expected to re-
flect the increasing interest of Latin American countries
in collaborating to promote their primary goal of econom-

ic, particularly industrial, development, While the usual

requests for US government financing of development will

undoubtedly be made, more serious Latin American interests
appears to center on proposals for some steps toward a com~

mon market, | |

’

Page 7

Page 8

NEW NEPALESE PRIME MINISTER'S POLICY . . ., . ¢« + « « » « . Page 9

The first policy statements made by Nepalese Prime
Minister K. I, Singh since he assumed office on 26 July
indicate no radical changes in either foreign or domes-
tic policies, He implies that Nepal's relations with
India may be strengthened and its ties with Communist
China limited. Despite these indications of Singh's
present thinking, his true political affiliations re-
main in question. | |

I NDONE s IA - o ° L] . L] . ° L] L * ° L) L L] L] L L L4 * L d L] L

According to largely complete returns from the
East Java elections, the Communists remain in the lead,
although by a narrower margin than in the earlier Cen-=
tral Java elections., President Sukarno has evidenced
no concern over these significant Communist gains, but
has rebuked some Indonesian Communists for indiscrimi-
nate criticism of the United States., In the disaf-
fected provinces, tension appears to have decreased
temporarily, but their return to Djakarta's control
still seems remote, | |
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REACTION TO CHOU EN-LAI'S ATTACK ON JAPANESE PREMIER.... . Page

Chou En-lai’s blunt criticism of the Kishi govern-

ment's attitude toward China has evoked a sharp reac-
tion in Japan, There is widespread resentment of the

tone of Chou's remarks, and the Tokyo government is in-

sisting that its cautious policy toward Peiping will
not change. Pressure from the Socialists and from in-
fluential business interests, however, may force the
Japanese government to make greater efforts to accel-
erate expansion of trade between the two countries.

I |
PEIPING'S FIGHT AGAINST CRITICS GAINS NEW FORCE . . .

To halt the spread of disaffection among intel-
lectuals and within the bureaucracy, Peiping is in-
tensifying its fight against "rightist" critics and
is now implicating them in counterrevolutionary activ-
ity..These charges.. and increasing publicity given
to the capture of conspiratorial bands in the country-
side pave the way for possible capital punishment of
those who voice further opposition, Such harsh re-

pression, however, will probably be used only if milder

correctives and intimidation are ineffective. [ |

PART I11
PATTERNS AND PERSPECTIVES

Page 11
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- SOVIET BLOC ECONOMIC OFFENSIVE IN UNDERDEVELOPED AREAS , ,

The Soviet bloc has expanded its military and econom-
ic aid and trade offensive steadily since its inception
in 1954 and has shown considerable versatility in concen-
trating on markets singled out for special attention.
Through credit and trade agreements, a groundwork has
been laid for future expansion of trade, particularly in
Asian and African countries, While only a few new crédits
have been extended this year, bloc countries have been
actively implementing agreements already concluded. Do-
mestic Soviet economic plans would probably be adjusted
to meet any exceptional opportunities to extend Soviet in-
fluence in underdeveloped areas, but the aid program is
not expected to surpass in the near future the scale of
1956, when over $700,000,000 in credits were extended.

Page
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PART I

OF IMMEDIATE INTEREST

KHRUSHCHEV-TITO MEETING

The two-day meeting in
Rumania between high-ranking
Soviet and Yugoslav delegations
led by Khrushchev and Tito was
the culmination of several So-
viet initiatives to improve re-
lations with Yugoslavia and is
an example of the vigor injected
into Soviet policies, both at
home and abrecad, by Khrushchev's
now-unfettered leadership.

Having placed the blame
for the deterioration of Soviet-
Yugoslav relations on Molotov
at the Soviet central committee
plenum in June, Khrushchev in-
dicated in Prague on 11 July
that he intended to seek a rap-
prochement with Belgrade on
state and party levels. Accord-
ingly, he met with Yugoslav
Vice Presidents Kardelj and
Rankovic to discuss ideological
differences in mid-July, re-
moved the freeze on Soviet cred-
its to Yugoslavia which was in-
stituted following the Hungarian
uprising, presumably admonished

Albania and Bulgaria to seek bet-|

ter relations with Yugoslavia, and
sent a "working-level' delega~
tion to Yugoslavia. Finally,
he met with Tito in Rumania.

The meeting appears to re-
store officially Soviet-Yugoslav
relations to a status comparable
to the "honeymoon'" period which
ostensibly existed at the time
of Tito's visit to Moscow in
June 1956. Moscow radio on 3
August stated that both sides
confirmed the "actual signifi-
cance!" of the 1956 Moscow dec-
laration, thereby implying that
Moscow continues to approve the
view that the "roads and condi~
tions of socialist development
are different in different
countries."

There is no suggestion in
the accounts of the recent meet-
ing that either Tito or Khru-~
shchev has basically altered his
claim of the incorrectness of
some aspects of the other's
brand of Communism. Khrushchev
probably concentrated on giving
the appearance of unanimity to
Soviet-Yugoslav relations by
emphasizing points of agreement
rather than disagreement and
thus silencing the hostile po-
lemics on ideological questions
that have raged between the two
parties during the past year.
Tito, consistent with his policy
of active coexigtence, no doubt
welcomed the opportunity to try
again to work out a satisfactory
relationship with the USSR.

Initial Party Contacts

A Soviet "working-level"
delegation arrived in Belgrade
on 1 August. Although described
by Belgrade as "functionaries"
of the Communist Party of Geor-
gia, the delegation was led by
a candidate member of the Soviet
presidium, Vasily P, Mzhavanadze,
long a close associate of Khru-
shchev, The delegation will
tour Yugoslavia for two weeks
accompanied by Yugoslav ideolo-

gist Jovan Veselinov, who par-

ticipated with Kardelj in the
conversations recently held in
Moscow with Khrushchev, This
is the first "working-level"
Soviet party delegation since
1948 to come to Yugoslavia as
guest of the Yugoslav League
of Communists.

The USSR and Yugoslavia
probably will increase contacts
of this sort in order to main-
tain "permanent links" between

CONFIDENTIAL
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the two parties. The announce-
ment of the meeting in Rumania
specifically mentioned the ex-
change of party delegations,
information, and publications,

Economic Talks

The conclusion of economic
protoceols reinstating Soviet
credits to Yugoslavia, announced
on 29 July, was essential to a
Tito-Khrushchev rapprochement.,
Belgrade had taken the stand
publicly that Soviet "postpone-
ment" of the credits was in-=
tolerable and that willingness
to resume them would be the
"acid test" of Moscow's desire
for a rapprochement. Moscow
has now agreed to fixed dates
for the extension of the con-
troversial credits damounting to
about $250,000,000., Earmarked
for the eventual construction
of an aluminum factory is $175, ~
000,000, and the remainder is
for two fertilizer plants and a
power station,

Under last year's agree-
ment, construction of the alu-
minum plant was to start in
1956 with production scheduled
for 1961, The new agreement
gives 1964 as the date for
completion. The fertilizer
plants are to be completed by
1960 and 1963. The new agree-
ment thus appears to be a com-
promise by which implementation
has been stretched out over a
longer peiiod of time., The
fact that major deliveries of
equipment are not to start un-
til 1960 indicates that the
USSR has backed down but little
from its refusal to begin such
deliveries until the end of the
Sixth Five-Year Plan in 1960.

Yugoslav-Satellite Relations

The inclusion of Albanian
party boss Hoxha and his Bul-

garian counterpart Zhivkov in
the Moscow talks between Khru-
shchev and the Yugoslav vice
presidents appears to be a major
Soviet move to bring about an
improvement in relations between
Yugoslavia and those two sat-
ellites.

Even the resumption of cul-~
tural exchanges between Belgrade
and Tirana would be heralded as
a bettering of relations, since
Albanian intransigence precluded
any real accord between the two
capitals even when Yugoslavia
was closest to the USSR. It is
likely, however, that deep-rooted
mutual distrust and ideological
differences will continue to
prevent real governmental ac-
cord and all but formal ties
between the Albanian and Yugo-
slav parties,

Cultural and other ex-
changes have periodically taken
place at the governmental level
between Bulgaria and Yugoslavia.
Party ties, however, have failed
to develop beyond the initial
contact of last fall, and state
relations have been constantly
handicapped by the hard-line
approach the Bulgaiian press
and regime have taken. Belgrade
has shown concern over the re-
cent personnel shifts in Bul-
garia, saying they are not con-
ducive to better relations.
However, since contact has al-
ready been established with the
present Bulgarian leadership,

a lessening of its hostile atti-
tude toward Yugoslavia might be
sufficient to allay Yugoslav
protestations that tension be-
tween Sofia and Belgrade pre-~
vents satisfactory developments
in general between the Soviet
bloc and Yugoslavia.

Conclusions

The meeting in Rumania re-
flects a mutual  desire . to
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terminate publicly a dispute
which was having unfavorable re-
percussions for both the dig-
putants. Nothing indicates
that the agreement has resolved
any of the basic issues that
have been argued between Moscow
and Belgrade nor that any major
concessions were necessary to
bring it about, although the
groundwork may have been laid
for later agreements. Both
sides admitted that obstacles
remain to be overcome before
further developments in any
Soviet-Yugoslav rapprochement
is possible. ' ‘The agreement as
announced appears to be merely
the reactivation of agreements
already reached between Tito and
Khrushchev in Moscow in 1956.

Each side, while more
cautious as a result of last
winter's polemics, will presum-
ably now have greater confidence

“that its views will ultimately

prevail. Moscow is likely to
Justify its confidence with the
belief that the lesson of Hun-
gary has not been lost on the
Yugoslavs, who, as a result,
will considerably modify their
attempts to proselytize the
other satellites, Tito, en-
couraged by Soviet acknowledg-
ment of his views implicit in
the rapprochement, presumably
is hopeful that Khrushchev will
uphold the argument that social-
ism is best developed by pur- -
suing independent roads.

25X1

25X1

MIDDLE EAST DEVELOPMENTS

Arab-Israeli Borders

The American embassy in .
Tel Aviv believes Israel is
again attempting to build a
case establishing a casual re-
lationship between boastful
threats of Arab leaders and
whatever subsequent border vio-
lence may occur, The acting
chief of the United Nations
Truce Supervisory Organization
has refused to comply with

SECRET
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Israeli demands that he protest
to Syria concerning "threatening
statements" against Israel, al-
legedly a violation of the gen-
eral armistice agreement. As

a result, the Israelis contend
that the supervisory organiza-
tion is evading its responsibil-
ities, and assert that Israel
will be obliged to consider
"other steps, possibly includ-
ing a protest to the UN secre-
tary general" if the organiza-
tion persists in its attitude.

Syria, the supervisory organiza-
tion obtained permission to in-
spect the Syrian defensive zone
along the Israeli border for a
four-day period beginning on 1
August. The UN observers were
escorted by Syrian army person-
nel throughout their inspections.
Although neither Syria nor Is-
rael seems willing to admit it,
the new arrangements for closer
UN supervision of this section
of the border have reduced con-
siderably the number and seri-
ousness of incidents.

An alleged "negative ap-
proach" by the supervisory or-
ganization toward Israeli activ-
ity in the disputed neutral zone
of Jerusalem has aroused criti-
cism in Jordan. Jordanian of-
ficials contend that the or-
ganization, by refusing to act,
is permitting Israel to assume
Jurisdiction and establish a
new status quo, which would
place the Israelis in control
of ground dominating Jerusalem
and the road into the southern
bulge of West Jordan.

eilforts to resolve the

= |

problem have been stymied by
Jordan's refusal to discuss

this dispute with the Israelis.
The Jordanians may fear that

the Israelis would cite as armi-
stice violations the existence
of Jordanian trenches in the
Jerusalem neutral zone's east-
ern sector, as well as the Jor-
danian military traffic utiliz-
ing the Jerusalem-Beersheba road,
which cuts through the zone.

Meanwhile, after approxi-
mately two weeks of stalling by

are indications of progress to-
ward the resumption of better
relations with Britain and
France, although press and ra-
dio attacks against these two
continue. Britain has announced
it intends to send two delegates
to Cairo on 14 August for dis-
cussions on problems which have
arisen from sequestration of
British properties in Egypt.

The Cairo press has also an-
nounced government authoriza—
tion of the resumption of cot-
ton exports to France and the
receipt of an offer of
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settlement from the secretary
general of the old Suez Canal
Company. The latter was guickly
denied by the company.

Syrian-Soviet Talks in Moscow

According to the leftist
Syrian press on 5 August, Khru-
shchev assured the Syrian dele-
gation in Moscow that '"Syria's
security is guaranteed" and
that the USSR "will not allow

"or tolerate any aggression

against Syria." Such a state-
ment, if true, was probably in-
tended as a general assurance
of Soviet support for Syria
without committing the USSR to
any specific course of action.
It has been reported that the
Syrians wished to obtain a

mutual assistance and nonaggres-
sion pact from the USSR, The
reported guarantee would en-
courage Syrian leftists to be-
lieve they can continue their
moves to take over the Syrian
government completely with
little fear of foreign military
intervention.

Meanwhile, the communiqué
issued on 6 August on completion
of the Moscow talks contained
only vague.promises of future
aid, and failed to commit the
USSR to meet Syria's present
serious need for cash. After
the return of the Syrian dele-
gation to Damascus via Prague
on about 10 August, the details
of ‘the Syrian-Soviet talks will
be announced. | |

THE OMANI REBELLION

London hopes its decision
to use British troops in Oman
will ensure the prompt success
of the Sultan of Muscat's ground
campaign and restore his author-
ity before Britain's position
elsewhere in the Arabian penin-
sula is harned.

25X1

25X1

Foreign Reactions

Although neighboring ter-
ritories have so far remained

SECRET
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quiet, London fears the revolt
may encourage antiregime activ-
ity in the Trucial States and
along the border between the
Eastern Aden Protectorate and

Saudi Arabia. |

General Arab support of
the rebels appears to be in-
creasing and threatens to widen
the implications of the dispute.
The British are concerned that
if the revolt is not crushed
soon, adverse Arab-Asian crit-
icism may harden into a demand
for UN action. An Arab League
meeting in Cairo on 6 August
to consider bringing the Oman
situation before the UN Security
Council ended inconclusively.

There has been no intima-
tion so far of possible Soviet
ald, but Soviet propaganda media

have given the Omani revolt
three times as much coverage as
that on the Yemeni-British dis-
pute at its height last spring.
Attacks on the "aggressive ac-
tion" of the United States as
well as Britain suggest that
Moscow is attempting to use

the dispute to encourage a
Saudi~Egyptian reconciliation.

0il Developments

What appears to be the
first significant oil discovery
in the Sultan of Muscat's ter-
ritory has been publicly an-
nounced by the American Cities
Service 0il Company. The
well, producing a heavy oil at
a rate of 2,000 barrels a day
from the 3,200~foot level, was
made in Dhofar Province, where
the company has a 32,000-square-
mile concession. The well
is located over 300 miles
from the rebellion in the
north. .
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PART II

Further indications last
week of a decline in the polit-
ical fortunes of Soviet Premier
Bulganin suggest he may soon
be replaced as chairman of the
USSR Council of Ministers, _
Deputy Premier Mikoyan appears
the most likely candidate to
succeed him, . Mikoyan has had
more experience as a top-level
government administrator than -
any other party presidium mem-

_ber and apparently has Khru-

shchev's full confidence.

Oreover, oyan replaced
Bulganin on the "B and K teanm”
during the recent visit of the
"party and govermnment" delega-
tion to Rumania for talks with
Tito and on the delegation now
visiting East Germany.

If, however, Mikoyan's
Armenian nationality disquali-
fies him for the post, then
Defense Minister Georgy Zhukov
~=recently rumored to become
Bulganin's successor as a re=
ward for supporting Khrushchev
in June--might be - chosen.
Another possibility would be
Nikolai Shvernik-=former titu-
lar head of state and now
chairman of the Party Control
Commission, the party's disci-
plinary board.

- The decision to leave
Bulganin off the delegation to
East Germany was apparently
taken only shortly before the
announcement on 4 August of the

composition of the Soviet group.

Pravda had announced on 23 July
That Bulganin would accompany

Khrushchev, and a 2 August TASS

dispatch from Berlin listing
both leaders as expected visi-.
tors was reproduced in some -
Soviet papers on 3 August.

NOTES AND COMMENTS

BULGANIN IN ECLIPSE

Bulganin's removal from
the delegation does not appear
caused by 1llness. He attended
a reception given on 1 August

- by the Swiss ambassador, and on

5 August he had a talk with
members of the Japanese Council

- for Banning Nuclear Weapons,

attended a reception given by
the Syrian government delegation
in Moscow, and attended the So-
viet government reception in
honor of the Sixth World Youth

- Festival.

Most reports on the June
ousting of Malenkov, Molotov,
and Mikoyan state that Bulganin
was at one point in opposition

to Khrushchev, |

Since that time Bulganin,
though appearing regularly at
diplomatic and state functions,
has seemed to be under a cloud.
On 10 July Pravda printed an
extraordinaTy picture in which
most of his face was obscured

by Khrushchev's outflung arm.

If Bulganin is demoted,

‘his formal dismissal or "resig-

nation," like that of Malenkov'
in 1955, will probably take
place at a Supreme Soviet ses-
sion., Such a session may be
convened later this month or
early in September to hear a
review of the international
situation and a report by Khru-
shchev on the results of his .
recent talks with Tito and the

. trip to East Germany.
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A meeting of the party
central committee would be
necessary to remove Bulganin
from the party presidium. He
may remain on that body for

some time, as did Malenkov,

Molotov, and Kaganovich after 25X1
earlier demotions in the

government, | |

NEW VERSION OF COMINFORM INDICATED

The Soviet announcement
of the Khrushchev-Tito meeting
on 1 and 2 August which called
for "concrete forms of coopera-
tion" among Communist parties
supports earlier indications
that the USSR may be consider-
ing the establishment of a new
decentralized grouping to re-
place the defunct Cominform.
It now appears, however, that
such an organization will be
designed to be acceptable to
Tito and therefore will be
broad in membership and under
rather loose centralized con-
trol.

25X1

The presence of a number
of satellite leaders and high
officials of the French and
Italian Communist Parties in
Moscow in the last few weeks
has also suggested that talks
may be taking place preparatory
to setting up some new method
for coordinating the Communist
movement.

Moscow has shown an inter-
mittent interest in devising
new techniques to unify the
Communist world ever since the
Cominform was dissolved in
April 1956. | 25X1

25X1

Khrushchev was unsuccessful in
an attempt to gain Yugoslav
acquiescence to membership in
some new organization. The
upheavals in Poland and Hungary
a few weeks later increased

the need for discipline in the
Communist camp in Moscow's eyes,
but made it more difficult as
Poland grew independent and
relations with Belgrade cooled.

On 29 December the Polish
and Yugoslav parties agreed in
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a communiqué that bilateral
relations were the "best form"
of international Communist ties.
Rumors prevalent at that time
held that Moscow was proposing
an international Communist
organization with an anti-Yugo-
slav tinge but that the Polish,
Italian, and Chinese parties
had rejected the idea. 1In any
case, the Soviet Union has
since concentrated on bilateral
contacts. Several Communist
parties, notably the British,
East German, and Czechoslovak,
have continued to call for a
new organization and a Commu-
nist journal, presumably with
the encouragement of Moscow,

Khrushchev has often ex-
pressed publicly his belief in
the need for greater unity in
international Communist ranks,
but he wants to avoid the im-
pression of a return to the
methods of the Comintern and
Cominform. He has been unwill-
ing to take any action that
would not be accepted by all
other members of the Soviet
bloc, and now having got rid
of Molotov, appears ready to
make any new organization con-
form to Yugoslav wishes as well.

Tito, a veteran Comintern
agent and one of the moving
spirits in the creation of the
Cominform, with which he had a
brief, unhappy experience, is
likely to be wapy of Khrushchev's
proposals. Therefore, any new

nist parties.

plan will have a broad member-
ship without strong centralized
control. Moscow will still de-
pend on bilateral talks for
direct influence over the Commu-
The new organiza-
tion might involve permanent
headquarters in Moscow or Prague,
and perhaps the mutual exchange
of liaison officials among the
major Communist parties, Large
nmultilateral meetings of some

or most of the Communist leaders
within and outside the bloc
could also be held on an irregu-
lar basis.

More frequently rumored is
the publication-of a new inter-
national Communist journal, al-
though a new publication, de-
signed to improve on the unparal-
leled drabness of the former
Cominform journal, would be a
likely accompaniment to a new
organization., The establishment
of a workable editorial policy
under present circumstances will
be a difficult, '‘delicate task,

Khrushchev presumably could
win support for international
meetings or a journal only by
guarantees to leaders like Go-
mulka and Tito that these would
be forums for discussion rather
than for Soviet directives; this
might be accomplished in part
by inviting non-Communists from
some of the neutral nations to
attend the meetings or contrib-
ute to the journal.

25X1

FRENCH FINANCIAL POSITION CONTINUES TO WEAKEN

The financial policies of
the French government have not
yet proved adequate to check the
critical trade deficit, and
new outlays of gold and dollars
will be necessary this fall.

A growing inflationary threat
and the prospect of new wage

demands leave little hope that
Finance Minister Gaillard's

tax and economy program will be
adequate to stem the drain on
government finances.

France's deficit with the
European Payments Union (EPU)
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reached a new high for 1957

in July, when it climbed to
$132, 500,000, and its future
EPU obligations must now be
met entirely in-gold. The
Exchange Stabilization Fund is
reportedly exhausted, and the
government has already with-
drawn one third ($285,000,000)
of its gold reserves in the
Bank of France. A top Finance

Miristry official expects little

steps to tighten economic con-
trols necessary to receive the
maximum benefit from such a

25X1

move.

improvement during August

24

X1

‘Paris has already exhausted

the $262,000,000 it borrowed
from the International Monetary
Fund in October 1956 and is re-
portedly negotiating an addi-
tional loan for a like amount,
New budget economies aimed at
reducing the deficit by $2.5
billion are admittedly partial-
ly aimed at getting France's
bhouse in order to improve the
chances of obtaining either
German or American aid,

Devaluation is again the
subject of rumors, particularly
since the government has taken

THE NEW TUNISIAN

With the abelition of the

Tunisian monarchy and establish-

ment of a republic on 25 July,
President. Bourghiba has main-
tained his political position
and effected a change long de-
sired by most Tunisiaw politi-
cal leaders. This action,
while not affecting the coun-
try's pro-Western oriéntation,
has complicated relations with
the Saudi Arabian, Moroccan,
and Libyan monarchies and may
prove a stumbling block to a
projected North African federa-
tion.

Meanwhile, the government
has fipnally admitted its in-
ability to hold the wage-price
line by juggling the price in-
dex. The resulting increase
in the minimum wage benefits
relatively few workers immedi-
ately, but it will encourage
union demands in negotiations
of new labor contracts in pri-
vate industry. Although the
strikes which had plagued a
wide range of enterprises from
banks to penal institutions

have temporarily abated, stronger

and more widespread labor de-
mands are certain this fall.

GOVERNMENT

Bourghiba immediately re-~
vamped his government along the
lines of the American executive
branch, Former vice premier
Bahi Ladgham, as secretary of
state for coordination and de-
fense, retains his functions
as general administrator and
has acquired responsibility

for defense, heretofore retained

by Bourghiba. Elevation of the
Defense Department from its
former status as an appendage
of Bourghiba's office is ex-
pected to accelerate Tunisia's
defense activity, which may
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take the form of an attempt to
enlarge the small army and a
formal approach to the United
States to supply materiel for
internal security.

Although Bourghiba and
other Tunisian spokesmen de-
clare that the change in the
government's structure does
not reorient foreign policy,
the appointment of Sadok Mokad-
dem, former ambassador to Cairo,
as secretary of state for for-
eign affairs may somewhat im-
prove Tunisia's relations with
Cairo.

Another significant addi-
tion to the government is Ahmed
ben Salah, secretary of state
for public health, who was
ousted last December at Bour-
ghiba's behest from the post
of secretary general of the
dominant and powerful Tunisian
labor union, the UGTT. Ben
Salah is regarded as one of the
few potential rivals of Bour-

ghiba.

At present, Bourghiba and
the Constituent Assembly are
preoccupied with the promulga-

" tion of the long-pending Tuni-

sian constitution, Bourghiba
claims that the governmental
structure will bhe patterned
after the Turkish and American
systems., It seems likely that
he will favor a unicameral

legislature, as in Turkey, but
will want a stronger executive

s0 he can continue to dictate
policy. Bourghiba told the
American ambassador he is anx-
ious to retain the right to par-
ticipate in parliamentary de-
bate, "since with one speech

I am able to put arguing fac-
tions on the same track." Never-

. theless, while seeking to pro-

tect his own position, he is
also attempting to evolve a
system which will not depend on
a single individual.

The major problems facing
the hew republic remain the
Algerian rebellion and the de-
velopment of Tunisia's depressed
economy. Bourghiba can be ex-
pected to continue not only to
support Algerian independence
but also to attempt to persuade
the Algerian nationalists to
accept a compromise settlement
with Paris. Outspoken support
for Algerian independence will
continue to irritate Paris,
thereby prolonging present dif-
ficulties in securing French
assistance for economic develop-
ment.

Bourghiba has admitted that
the evacuation of French troops
now under way from "difficult"
border areas may tax the facil-
ities of Tunisian security forces.
He also indicated he is prepared
to ask the United Nations for a

- police force if border viola-

tions by both the rebels and
Algeria-based French troops pose
a serious problem.| ]

25X1

TURKISH-EGYPTIAN RAPPROCHEMENT

Turkish-Egyptian relations,
strained for at least two years
by Egypt's ties with the USSR
and Turkey's role in the crea-
tion of the Baghdad pact, have
improved markedly since mid-May.
New ambassadors have been ap-

pointed to £ill long-vacant
posts at Cairo and Ankara, a

new and expanded trade agreement
has been signed, and a desire

to improve relations has been
expressed by officials of both
countries. The Egyptian
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government took the initiative
toward bettering relations,
and it has found officials in
Ankara eager and willing to
move toward a rapprochement.

In late May, Egypt sought
agrement for an ambassador to
Turkey; the embassy had been
directed by a chargé for the
past two years. At the same
time, an Egyptian official sug-
gested that the circumstances
were favorable for increased
commerce and an evolution of
political relations between the
two nations.

At the Karachi meeting of
the Baghdad pact council in
early June, Prime Minister
Menderes was outspoken in sup-
port of a proposal that the
member states continue to iso-
late Nasr. However, both the
prime minister and the acting
foreign minister of Turkey were
conspicuous in their presence
at the Egyptian national holi-
day reception in Ankara on 18
June, and a few days later
Turkey nominated a new ambas-
sador to Egypt to £ill a post
unoccupied for over 12 months.

At the invitation of the
Egyptian government, the Turk-
ish minister of commerce led a
high~level delegation to the
Cairo trade fair in July. He
later described his reception

in Cairo in glowing terms and
commented favorably on the "at-
mosphere of great sincerity" dur-
ing his two-hour meeting with -
President Nasr. While in Egypt,
the Turkish delegation negoti-
ated an enlarged trade agree-
ment under conditions described
by one delegate as the easiest
and most pleasant in years.

Turkish officials have em-
phasized their belief that better
Egyptian-Turkish relations are
based mainly on historic ties.
Menderes appears impressed by
Nasr's assertion that Egyptian
bitterness at Turkey's partici-
pation in the Baghdad pact is
"water under the bridge" and
has indicated his willingness

- to go to Egypt to confer with

Nasr if invited to do so.

A neutralization of the
former Turkish opposition to
the Egyptian political effort
in the Arab world and some al-
leviation of economic difficul-
ties would be a distinct gain
for the Nasr regime,

Ankara may hope that a rap-
prochement with Egypt will pre-
cede better relations with Arab
and Asian-African states friend-
ly to Egypt, and might lead to
increased: support or neutrality
for Turkey on international
problems such as the Cyprus
issue. |

THE SITUATION IN GUATEMALA

The present trend toward
civilian government and strict
adherence to constitutional
procedures in Guatemala may al-
leviate, at least temporarily,
some of the tension which has
been mounting beneath the sur-
face. Rumors of behind-the-
scenes political maneuvering
and plotting continue, however.

Defense Minister Col. Juan
Francisco Oliva has been most
affected by the sudden turn
toward civilian government.
Oliva was believed arranging
his own election as president,
despite constitutional prohibi-

tions against the candidacy of
cabinet minister and high mili-
tary officers. Following a
report that his backers had
agreed to support a civilian
candidate in order to maintain
constitutionality and to pre--
vent a potential split in the
armed forces between supporters
of various military presiden-
tial aspirants, Oliva agreed

to the candidacy of Supreme
Court President Miguel Ortiz
Passarelli. Ortiz, who is con-
sidered pro-US, served a short
term as interim president dur-
ing Castillo Armas' absence

in Panama in July 1956. The
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American ambassador to Guatemala
has stated that he has a high
opinion of Ortiz' légal ability,
integrity and competence.

Oliva is also reported to
have agreed to lift the state
of siege by the end of August
and to hold elections at the
end of December. '

25X1

. Ambassador to the United
States Col., Jose Luis Cruz
Salazar might be expected to
renew his unsuccessful attempt,
made immediately following the
assassination of Castillo Armas,
to secure backing for his presi-
dential aspirations. 1In addi-
tion, two other ambassadors,

Col. Enrique., Peralta Azurdia

in El1 Salvador and Miguel
Ydigoras Fuentes in Colombia,
are reported attempting to ob-
tain backing as presidential
nominees. | | 25X%X1

OPPOSITION ACTIVITY IN CUBA

Opposition plans to force
the resignation in early August
of Cuban President Fulgencio
Batista were dealt a serious
blow when a projected nation-
wide general strike, which pre-
sumably had been planned to’
spark popular support for the
ouster, failed to materialigze.
There is still reason to be=’
lieve, however, that the oppo-
sition will go forward with
its attempt to unseat the presi-
dent. Antigovernment leaders
are probably aware that if they
fail to act in the near future,
Batista will take severe re-
pressive measures, increasing
the difficulty of any attempt
to oust him.

The strike, which para-

"lyzed economic activity in

Santiago de Cuba beginning on
1 August and spread to other
cities in rebel-dominated

. at the present time.

Oriente Province, lost momentum

when workers in Havana and other
cities outside Oriente returned

to their jobs after the govern-

ment threatened reprisals.

Although this initial fail-
ure of the antigovernment of-
fensive considerably weakens
the opposition movement, it
does not necessarily preclude
its ability to threaten the
Batista regime. The government
appears to be in firm control-:
Increas-
ing terrorism, widespread re-
sentment against the suspension
of constitutional guarantees,
and continued reports of con-
spiracies within the armed
forces and of agreements be-
tween the political opposition
and rebel elements, however,
support predictions that further
unrest will occur in the near
future, Assassination of the
President remains a constant
threat, | | 25X1
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PROSPECTS FOR THE BUENOS AIRES ECONOMIC CONFERENCE

The economic conference
of the American states which
opens on 15 August in Buenos
Aires can be expected to re-
flect the increasing interest
of Latin American countries
in collahorating to promote
their primary goal of economic,
- particularly industrial, de-
velopment. While the usual
requests for US government fi-
nancing of development will
undoubtedly be made, more seri-
ous Latin American interest ap-
pears to center on proposals
for some steps toward a common
market.

Two proposals for regional
integration indicate this in-
terest. The five Central Ameri-
can countries have negotiated,
but not yet ratified, a multi-
lateral trade treaty as the
initial step toward a customs
union, and have planned for
the regional development of
industries and transportation
services, Press reports have
indicated possible Mexican in-
terest in joining this group.

The South American coun-
tries also are increasingly
interested in some kind of
regional economic arrangement.
At a meeting of the United Na-
tions Economic Commission for
Latin America in La Paz last
May, Raul Prebisch, leading
Latin American economist, ar-
gued that Latin America could
most feasibly promote rapid
industrialization through a
restricted common market,
limited to industrial products,
for which customs would be
eliminated. Prebisch would
include Argentina, Brazil, and
Chile, probably Uruguay and
Paraguay, and possibly Bolivia,

Prebisch's theory aroused
enthusiasm not only among the

‘countries he selected but even

in Peru, which has been satis-
fied with its rate of growth
resulting primarily from its
policy of encouraging private
investment, Peru has publicly
called for the establishment
of a common market and, at
Buenos Aires, plans as a first
step to sponsor an agreement
for Latin American countries
to generalize any tariff con-
cessions to include all Latin
America.

While discussions of re-
gional economic integration
seem likely to arouse greatest
interest at Buenos Aires, the
usual proposals for an Inter-
American Economic Development
Bank and for purchasing power
parity between Latin America's
raw materials exports and its
manufactured imports are ex-
pected. Latin Americans appar-
ently do not hope for US con-
currence in these proposals,
however, and several govern-
ments have said that efforts
for a proposed general economic
agreement should be concentrated
on topics of possible concur-
rence rather than on well-worn
subjects of controversy.

Although some delegations
may be unusually troublesome--
Haiti's chief delegate is re-
portedly a Communist and Para-
guay is expected to press with
unusual vigor for specific
material benefits--there are
indications that the majority
of the Latin American nations
may give less emphasis than
usual to financial concessions
from the United States,
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NEW NEPALESE PRIME MINISTER'S POLICY

The first policy state-~
ments made by Nepalese Prime
Minister K. I. Singh since he
assumed office on 26 July in-
dicate no radical changes in
either foreign or domestic poli-
cies. His remarks to the press
imply that Nepal's relations
with India may be strengthened
and its ties with Communist
China limited. Internally,
Singh apparently intends to up-
hold the powers of the King
while following a program of
moderate political and:economic
reforms, including elections
"ag soon as possible." Despite
these indications of Singh's
present thinking, his true po-""
litical affiliations remain in
question,

In his first official state-
ment, on 28 July, the new prime
minister stressed Nepal's close
higtoric relations with Irndia
as "natural facts'"; he appealed
to all Nepalese to work toward
stabilizing these religious and
cultural ties. Singh has stated’
on several occasions since his
return in 1955 from three years'
political exile in Communist
China that resident diplomatic
missions in Nepal should be
limited to the present Indian
and British embassies., At a
press conference on 3 August,
Singh indicated there would be
no expansion of foreign repre-
sentation in Nepal for the time
being, apparently a reference
to the projected establishment
of a Chinese Communist diplo-
matic mission and trade agencies
in Nepal as agreed in the Sep-
tember 1956 Sino-Nepalese treaty

The prime minister appar-
ently dissociated his govern-
ment from the 1956 treaty signed
by his predecessor, reportedly
saying, "My government has no
knowledge of the reported rati-
fication by Nepal of a China-
Nepal treaty." While he did
not elaborate on what action

he would take in the matter,
this statement, combined with
his previous disapproval of ex-
panding relations with Peiping,
suggests that Singh may disavow
the agreement.

On the question of foreign
aid, the prime minister admitted
the need for external coopera-
tion in the economic field, and
reiterated his predecessor's
statement that Nepal would ac-
cept aid from any country which
offers it "without strings."
Singh has previously indicated,
however, that he would prefer
Indian assistance over any other.
Singh told a representative from
the American embassy in New
Delhi on 25 July that he would
be interested in discussing the
present American aid agreement
after he had studied it.:

The prime minister appar-
ently has adopted a middle posi-
tion on the controversial ques-
tion of whether the planned na-
tional elections, the first in
Nepal, should be held for a
parliament or for a constituent
assembly.

Singh told the press on 3
August that his government sup-
ported elections for a parlia-
ment, but for one which would
have power to draft and amend
the new constitution except
in certain matters concerning
the crown and the royal family,
Singh thus apparently intends
to uphold the primacy of the
King while at the same time
conceding to much of the demand
made by Nepal's major political
parties for a sovereign con-
stituent assembly. He did not
mention a date for the elections,

5X1
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INDONESIA

According to largely incom=-
plete returns from the 29 July
East Java elections, the Commu-
nist Party remains in the lead,
although by a narrower margin
than in the earlier Central Java
elections, In the elections for
regency (subprovincial) and
municipal councils in both Cen-
tral and East Java, the Commu-
nists have won a number of clear
majorities and will control
these/.councils, In Central Java,
however, the non-Communist par-
ties are expected to cooperate
sufficiently to retain control
of the provincial council, al-
though the Communists won about
37 percent of the seats.

Tension appears to have
decreased temporarily in the
disaffected provinces, but their
return to Djakarta's control
still seems remote. A govern-
ment peace-making mission to
North Celebes appears to have
expressed more sympathy for the
area than support for Djakarta.
The mission included two cab-
inet ministers, an ambassador,
and a senior Foreign Ministry
official, all of whom were from
North Celebes and were expected
to perform as good mediators
between that area and Djakarta.

A joint statement issued
on 5 August by the mission and
the area's self-styled commander,
Lt. Col. Sumual, merely said
an understanding has been reached

on the settlement of primary
issues. It is unlikely that
any real progress was made, and

Sumual's position may actuall ‘
have been strengthened. |

An economic adviser and
coordinator for the disaffected
provinces has emerged in the
person of Sumitro Djojohadikusume,
a former finance minister and
one of Indonesia's few well-
trained economists, Presumably
with his advice, the commanders
of Central and South Sumatra
recently concluded an economic
and financial agreement to cope
with rising prices of essential
items. :

President Sukarno apparent-
ly is still planning a visit to
Sumatra in late August unless
tensions should arise there
again. Meanwhile, he continues
to evidence no concern over the
Communist electoral gains in
Java and in fact is continuing
to formulate personal projects
which "have  the ‘effect of
strengthening the Communists.

He has, however, told Indonesian
Communist leaders and sympathiz-
ers: to adopt a "pro~-Indonesian'
foreign policy and to stop in-
discriminate criticism of the
United States. |

25X1

REACTION TO CHOU EN-LAI'S ATTACK ON JAPANESE PREMIER
{ ..

Chinese Communist Premier
Chou En~lai's charges that the
Kishi government is following
an "unfriendly attitude" toward
Peiping has evoked a sharp reac-
tion in Japan,ranging from vig-
orous government defense of its
policy to advice from the press

that unless certain obstacles
in Sino-Japanese relations are
removed, the China market may
be lost to Japanese traders,

Chou asserted that the
Japanese prime minister had
been forced by the United States
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to adopt a firm stand against
Communism, Kishi denied the
charge, pointing out that he
long has been known as an anti-
Communist. He restated his gov-
ernment’s desire for friendly
relations and its intention to
promote economic and cultural
exchange with Communist China,
but stated that it would be
"improper" for Japan to open
diplomatic relations with Pei~-
ping, all the more so because
Japan is firmly committed to
the principles of the United
Nations, in which Communist
China is not yet represented.

Foreign Minister Fujiyama
said in a press conference that
there is no need for Japan to
be swayed by each change in
the Communist attitude and that
he intended to adopt a "wait-
and-see" policy. A Japanese
Foreign Ministry source told
American embassy officers that
Peiping's tactics of refusing
to extend visas for Japanese
traders on the mainland may
have been in retaliation for
Kishi's reaffirmation that
would-be permanent trade rep-
resentatives in Japan would
have to be fingerprinted. The
source opined that in view of
Japan's relaxation of the China
trade embargo, Peiping apparent=
ly has had to find new targets
in Japanese policy in order to
cover up its own economic short-
comings and inability to expand
trade.

‘Japanese press comment has
revealed widespread indignation
at the tone of Chou's remarks.
It has given sympathetic under-
standing to Kishi's "go-slow"
economic policy toward Peiping

- and endorsed his opposition to

diplomatic recognition. Never~
theless, the press has expressed
concern lest existing problems,
such as the fingerprint issue
and the dispute over the method
of settling accounts, reduce
trade prospects, and it has
urged the government to find
solutions.

Despite the seemingly ada-
mant stand by Kishi's government,
intensive Socialist exploitation
of the Bino-Japanese trade im-
passe and pressure from influ-
ential business interests with
a stake in expanded trade may
force the government to modity
its position. It is possible
that when Liberal Democratic
Diet member Masanosuke Ikeda
visits Peiping in late August
to discuss a fourth private

‘trade agreement, he may also

act semiofficially in attempt-
ing to resolve some of the prob-
lems which are restricting trade
between the countries.

Meanwhile, Chou's anti-
Kishi line has become the sub-
Ject of a major press campaign
in Communist China. The Chinese
warn that Kishi's policies will
make Japan the "orphan of Asia,"
and isolate Tokyo from the major

Asian powers which are friendly

25X1

toward Peiping. |

PEIPING'S FIGHT AGAINST CRITICS GAINS NEW FORCE

Peiping's present struggle
against the growth of discon-
tent in Communist China, which
was formally inaugurated last
June as ap "antirightist" cam-
paign, gained new force this
week when the government moved

to link low-level "counterrev-
olutionary" activity in the
countryside with critics of the
regime, among them collaborating

" members of the intelligentsia

who hold posts in both the par-
ty and the government.

SECRET

Approved For Release 2005/02/14 : CIA-RDP79-00927A001400010001-7

PART II

NOTES AND COMMENTS

Page 11 of 13



25X1

Approved For Refease 2005/02/14 : CIA-RDP79-00927/4€1400010001-7

SECRET

CURRENT INTELLIGENCE WEEKLY SUMMARY

8 August 1957

Since June the Chinese

Communist press has reported

the capture of nine conspira-
torial groups in widely sepa-
rated areas of China, The most
recent account released by Pel-
ping quotes the leaders of a
band reportedly seized in the
Hupeh=Hunan border area as de-
claring that Minister of Com-
munications Chang Po-chun and
Chu An-ping, former chief editor
of the Kwangming Daily, 'belong
to their group." Chang and Chuy,
prominent non=-Communist person-
ages, were pilloried last spring
for criticizing the regime and
were forced to make abject pub-
lic confession of their errors.

Tainting these men by as-
soclation with counterrevolu-
tion~~the most serious crime in
the Communist lexicon-=opens

COUNTERREVOLUTIONARY PLOTS IN COMMUNIST CHINA

SUSINRNE WG
AUTONOMOUS  REGION

[SINGHAI

8 AUGUST 1957

24613

the way for possible capital
charges against them and against
others who have voiced opposi-
tion. The implications of this
move will not be lost om dis-
sidents in Peiping's bureaucrsacy.
It is also the first indication
that the Communist leadership

is now contemplating harsher
measures should intimidation
and milder correctives fail.
Peiping's present course in
dealing with critics of Chinese
Communist policies probably re-
flects growing concern with the
loyalty of personnel at the mid-
dle and lower levels.

The campalgn for rectifica-
tion, compared marly this year
by Communist spokesmen to a
"mild breeze and gentle rain,"
changed its character abruptly
when repeated official invitations

Mid-Jure 4@Tsin:
SHANTUNG
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to "criticize" the government
and party opened a Pandora's
box this spring. The unex-
pectedly violent verbal attacks
.on the regime which followed
forced Peiping to launch a
counterattack., Initially di-
rected at a handful of puppet
party leaders, the campaign

has been broadened to include
the academic community, busi-
nessmen, the military, artists,
literary groups, and most re-
cently the Communist Party it-
self, .
The Chinese Communist
leadership is probably confident
that discontented elements can

be brought into line without
Draconian measures. An edi-
torial in the authoritative
People's Daily on 28 July re-
peated the established posi-
tion that offenders can be
salvaged by "persuasion and
criticism."” The regime is,
however, acting to strengthen
the machinery of repression.

A State Council directive is-
sued on 3 August orders that
new "reform institutions'"--a
euphemism for forced labor camps
--be established to "educate"
lawless elements through work.
The decree specifies that candi-
dates for these institutions
will include counterrevolution=
aries as well as other "antiso-

25X1

cialist" elements.
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SOVIET BLOC ECONOMIC OFFENSIVE‘IN?UNDERDEVELOPED AREAS

The Soviet bloc has ex-
panded its military and eco-
nomic aid and trade offensive
steadily since its inception in
1954 and has shown considerable
versatility in concentrating
on markets singled out for
special attention. Through
credit and trade agreements, a
groundwork has been laid for
future expansion of trade, par-
ticularly in Asian and African
countries. While only a few
new credits have been extended

OVIET BLOC USSR

323

25

40 36

55 34
[+) (4]

70617
L S A SR

this year, bloc countries have
been actively implementing
agreements already concluded.
Domestic Soviet economic plans
would probably be adjusted to
meet any exceptional opportu-
nities to extend Soviet influ-
ence in underdeveloped areas,
but the economic aid program

is not expected to surpass in
the near future the scale of
1956 when over $700,000,000 in
credits were extended,

Total credits extended by
the Soviet bloc to underdevel-~
oped countries since 1954 total
over $1.5 billion, of which
about $420,000,000 has already
been utilized. This includes
practically all of the $350,-
000,000 in arms credits, but
only about 10 percent of the
economic credits offered to
date,

The willingness of the
USSR and its satellites to ac-
cept goods from underdeveloped
countries in payment for ex-
ports has enormous appeal in
countries which have difficulty
selling their exports in world
markets at favorable prices.
At the present time, the appar-
ent ease with which bloc coun-
tries seem able to absorb in-
creasing quantities of goods
from these countries is a key
factor in the increasing de-
rendence of some underdeveloped
countries on the bloc for trad-
ing partners,

In 1956, more than 20 per-
cent of the total trade of
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. Afghanistan, Yugoslavia, Egypt,
and Iceland and about 15 percent
of the trade of Iran, Burma, and
Turkey was with the bloc. About
30 percent of the exports of
Egypt and Iceland and about 20
percent of those of Yugoslavia
and Turkey went to bloc coun-
tries. Only Iceland and Yugo-
slavia got more tham 20 percent
of their total imports from the
bloc. Bloc: trade with Iatin Ameri-
can -countries. declined .about
one third in 1956 from the 1955
total of $340,000,000,
in large part because
of the efforts of
such countries as
Argentina, Brazil,

Thus the USSR continues
to seek opportunities for in-
creased economie¢ relations in
those underdeveloped countries
that have not yet accepted sub-
stantial credits, particularly
members of free-world defensive
alllances such as Turkey and
Iceland. Moscow 1s now commit-

ted to deliveries under its
credit agreements amounting to
about $200,000,000 in 1957,
his amount is less than 0,1
percent of the Soviet gross

and Uruguay to reduce
unfavorable balances
which developed in
1954-55.

Soviet Role

Having risen
from twenty-~-second
to sixth place among
trading nations of
the world in the past
20 years, the Soviet
Union attained in
1956 a postwar peak
in total foreign trade of $6.9
billion. Although in 1956
trade with the satellites still
accounted for as much as 75
percent of total Soviet trade,
utilization of credits extended
to underdeveloped countries re-
sulted in an increase in trade
with the free world. A sharp
increase in exports to the un-
derdeveloped areas last year
‘accounted for a large part of
the 20-percent increase over
1955 in total bloc trade with
underdeveloped areas.,

In view of the key role
which underdeveloped countries
play in Soviet foreign policy
objectives, domestic economic
plans would probably be adjusted
to meet any exceptional oppor-
tunities to increase Soviet in-
fluence, or to exploit or pro-
mote dissension within free
world alliances,

national product. Moreover,
the Soviet credit program is
borne by several sectors of the
economy, diminishing still fur-
ther the impact of the credit
program on the Soviet economy,
Even if defense or capital ex-
penditures were reduced by the
$200,000,000 in aid.expected

to be provided in 1957, neither
would have to be cut by as much
as 2 percent.

With the fulfillment of
commlitments under credits ex-
tended in the past, the USSR
will be able to extend new
credits without additional
strain on its own economic pro-
gram. - Thus, while new possibil-
ities for exploitation may arise
in the underdeveloped countries,
it 1s unlikely that in the fore-
seeable future the economic aid
program will surpass the scale
of 1956, when more than
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$700,000,000 in credit was ex-
tended by the USSR to under-
developed countries.

Satellite Role

In 1956 the satellites
extended military credits to
Egypt, Syria, Yemen, and Afghan-
istan amounting to a total of
$170,000,000., About $200,000,-
000 in economic credits were
granted underdeveloped areas by
the satellites in that year.

The amount of new satellite
credits, both economic and mili-
tary, declined substantially
during the first seven months

of 1957, largely because of in-
ternal economic problems.

In most free world areas,
satellite economic needs have
apparently coincided with So-
viet political objectives.

3.5% US &
CANADA

8% OCEANIA

WESTERN EUROPE
80.3%

Satellite countries are effi-
cient producers in several
fields where marketing is usu--
ally handled through medium-
term commercial credits. They
may be expected to offer an in-
creasing volume of such prod-
ucts on credit as a means of
stimulating export sales to
underdeveloped areas. With

the exception of Czechoslovakia,
however, domestic economic dif-
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ficulties will impede the de-
livery of large quantities of
goods on credit from the satel-
lites. Because of its estab-
lished commercial ties and its
relatively advanced economy,
Czechoslovakia more than any
other satellite has the ability
to further the foreign policy
objectives of the USSR by the
extension of arms and economic
credits.

Technical Assistance

With the carrying out of
many bloc contracts with under-
developed countries during the
first six months of 1957, the
number of bloc technicilans in
these areas increased to more
than 2,000, Operating in 19
underdeveloped countries for
one month or longer, about two
thirds of these specialists
were industrial, agricultural,
or other professional personnel.
The remaining one third were
military technicians and advisers.

The USSR has the largest
concentration of its personnel
in Afghanistan and India, where-
as  those from the European sat-
ellites, particularly East Ger-
many, Czechoslovakia, and Po-
land, have been concentrated
in Egypt and Syria. While there
have been some difficulties,
the governments of the under-
developed countries generally
seem to be satisfied with the
performance of bloc technicians,
In most cases, they have re-
frained from attempts to associ-
ate with or to indoctrinate
local Communists,

Bloc technical training
programs for underdeveloped
countries are carried on both
through the United Nations and
through training incidental to
the operation of projects con-
structed and equipped by the
bloc. The major training pro-
grams involve technological
institutes in India and Burma
and nuclear energy laborato=-
riesin Egypt and Yugoslavia.

;
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At least 600 military ad- military training. 25X1
visers and technicians are in
countries which are receiving
Soviet bloc arms, and most of
these are in Egypt and Syria.
Approximately 420 Egyptians
and 65 Syrians have been sent
to various bloc countries for

[ [Prepared by ORR) 25X1
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